Medical Aid Funds: Not Business as Usual
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The growth in healthcare costs over recent years is of concern to the medical aid funding
industry.

Even though many may argue that the value of the assets that medical aid funds hold in reserve
(approximately N$1,7 billion on 30 September 2022) is adequate to withstand adverse claims
which may result from increased liabilities.

Medical aid funds are facing challenges: They have been spending more money on claims
compared to the contributions collected over the last six months (last quarter 2022 and first
quarter 2023).

The ideal ratio for funds is 85% should be spent on healthcare costs/claims, 10% on
administration expenses, and 5% towards reserves/investments.

The current experience is that all medical aid funds are constantly accessing their reserves to
fund healthcare benefits which is not sustainable in the medium to long term.

The medical aid funding industry lessens the burden on strained national healthcare by providing
members access to state-of-the-art healthcare and allowing healthcare providers to practice their
professions or offer their services.

With the increase in the number of specialist and private hospitals in Namibia, the healthcare
landscape has changed, and understanding our role in slowing the growth in claims experienced
involves understanding what drives healthcare costs and how to manage them effectively.



This includes understanding the relative importance of healthcare cost drivers, which, among

others, include benefit design, price inflation, provider incentives, consumer demands,
technological growth, etc.

THE FUTURE

The question each key player should be asking themselves is how they can help ensure the
sustainability of the health funding industry?

The Namibian Association of Medical Aid Funds (Namaf) is setting strategies to ensure

sustainability in the interest of all stakeholders — medical aid funds, healthcare service providers
and most importantly, members of medical aids.

For their part, Namaf-registered medical aid funds have committed to work together towards
finding and implementing solutions through devising industry-level interventions by entering a
memorandum of understanding.

Workshops are planned for June 2023, when the funds and the management committee will set
out strategies towards ensuring the future sustainability of the industry.

Namaf will also host a range of engagements through webinars to keep the industry and
stakeholders abreast of interventions, which all concerned are encouraged to attend
(www.namaf.org.na).

Everyone needs to understand and know their role and how they can contribute positively to
ensure funding sustainability.

e Uatavi Mbai, Namibia Association of Medical Aid Funds stakeholder relations and
communication manager.
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NOTICE

Annual General Meeting (AGM] 2023

Notice is hereby given to all authorised
representiatives of registered Medical Aid Funds to
aftend an Annual General Meeting {(AGM] 2023 to be
neid at:

Date; 27* July 2023
Time: Q9h00 -
Venue: Namsf Boardroom

in terms of section 17 {1} and {2} of the Medical Aid Funds Act 1995
{Act No. 23 of 1995), the Association shall convens an Annual
Meeting. The mesting shall be attended by all authorised
raprasentatives of the registred Meadical Aid Funds, who shall be the
only persons entitied to speak and vote during the meating.

valued industry stakeholders ars encouraged to attend as observers
of the AGM.

inn line with Regulations, attendees are heraby requested to RSYP at
corporatecomm@namaf.arg.na befors Friday, 14 july 2023.

www.namaf.org.na

Namiirten Assaciution of Meioah Aid Funds




Is Namibia an Unhealthy Nation?

BOOTCAMP ... Members of the Fitness 24/7 training bootcamp during an exercise session in Windhoek. The bootcamp, run by certified fitness
instructor Nelson Sakaria has more than 40 members who work out from Monday to Thursday. Sakaria is also a personal trainer. Photo: Contributed

By Uatavi Mbai
28 June 2023

Healthcare delivery in Namibia is characterised by a two-tier system of private healthcare,
funded through registered medical aid funds and the Public Service Employee Medical Scheme
(Psemas), which covers up to 20% of the country’s population, and public healthcare under the
Ministry of Health and Social Services, covering 80% of the population.

Since 1990, when Namibia gained independence, ensuring affordability and availability of high-
quality medicine for all its residents has been a top priority of the government.

However, the cost of medicine represents the second-largest healthcare expense in Namibia at
about N$3 billion annually for a population of 2,6 million people, of which 42,2% are below 18
years of age, according to Namibia Statistics Agency (NSA) population data.

The amount spent on medicine involves the following:

(i) The Ministry of Health and Social Services (Central Government Stores), through public
procurement, spends at least N$1,2 billion on medicine for 80% of our population, excluding

medical devices.

(i) Registered medical aid funds under the Namibian Association of Medical Aid Funds (Namaf)
annually spends at least N$800 million on medicine for 8% of the population.

(iii) Psemas annually spends at least NS1 billion on medicine for 12% of the population.



These high amounts raise the question, in particular: Do the health ministry, Psemas, and
medical aid funds need to do something about medicine?

Regarding private health funding, trends show that medicine is the second-highest cost driver,
following private hospitalisation.

Owing to utilisation and high healthcare inflation above the consumer price index, Namaf held a
workshop on the drivers of healthcare inflation in 2018 and agreed that the sustainability risk of
the industry is of major concern, needing mitigating intervention.

Granted the statutory powers to control the functioning of medical aid funds, Namaf has been
tasked to devise strategies and interventions to address industry-wide risks.

Similarly, granted the statutory powers to control the function of each fund, boards of trustees
have been tasked to focus on devising fund-specific interventions aimed at addressing the
problem.

To understand the problem of medicine, the point of departure is the determination of the
Namibia benchmark or base price for medicine.

This is the price at which a retailer (whether a pharmacy or dispensing provider, or a hospital)
purchases medicine from a wholesaler, composed of the manufacturer’s price and wholesale
margin.

The implementation of the Namibian National Pharmaceutical Product Interference (Nappi)
benchmark price file, or base price for medicine, entails the following:

— a list of medicines registered by the Namibia Medicines Regulatory Council (NMRC) and
available in Namibia,

— a transparent process according to which landing costs of medicine in Namibia can be
established and maintained, and

— that the above processes inform pharmaceutical benefit management (PBM) funds received
from vendors.

The implementation of the Namibian Nappi benchmark price file requires an understanding that
products from South Africa are allocated public domain Nappi codes based on the South African
single exit price (SEP).

For all products that do not originate from South Africa, vendors in Namibia create a custom
process and ‘dummy’ Nappi codes.

SEP is the base price in South Africa as created by Section 22G of the Medicines and Related
Substances Control Amendment Act for South Africa.

SEP consists of an ex-factory price with a logistical fee component (value-added tax) for
medications supplied to all purchasers other than the state in order to provide transparency to
the private sector.



The SEP mechanism is the maximum price that can be charged for a medicine.

Namaf is setting strategies to ensure the future sustainability of the medical aid fund industry in
the interest of all stakeholders — medical aid funds, healthcare service providers, and, most
importantly, members of medical aid funds.

Namaf has been working on implementing the Namibian product file and concomitant price file
for medicine, surgical equipment, and consumables to enable the association to introduce a
benchmark tariff for medicines. Significant progress has been made thus far.

The development of the government pharmaceutical pricing policy, which is underway, will
augment the efforts of Namaf to implement the Namibia benchmark price in respect of all
medicines and pharmaceutical products available on the Namibian market, which would

eventually augment the government’s efforts to introduce a pharmaceutical pricing policy.

However, it is necessary that a collaborative rather than an imposing approach be followed, and
to this end, Namaf would be initiating a process through which open engagement can take place
to discuss the Namibian Nappi benchmark price file with stakeholders.

* Uatavi Mbai is the stakeholder relations and communication manager at the Namibian
Association of Medical Aid Funds.



